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The regrlation defnes terms related to the local Small Business
Reserve hogram ("Program"), and desipates: the types of
procurements subject to the requirements of the Program; requirements
of the using departrnents to achieve a certain percentage of local small
business procurement coDtracts under the Program; the reporting
process from a Using Departnent to the Department of Economic
Development, and then from the Departnent of Economic
Development to tre County Council; and the Internet posting
requirements for certain proqrements.

Departnent of Economic Development
I I lRockville Pike, Suite 800
Rockville, Maryland 20850

Pcter.B. Bang: (240) 777-2008, or
Robert Klein: (240) 777 4$6

The Local Small Business Reserve Program was created to enhance the
competitiveness of County-based small businesses by creating
separatelydefined County procuremeDt opporhurities for local small
businesses. Beginning January l, 2005 local small businesses will be
able to bid for County contracts without competing with larger, more
establisbed businesses. The hogram does not apply to: pre-existing
Coun$ contacB; a non+ompetitive, public entigr, or emergency
procuremenq anywaiver made under Couty Code Sec-tion I lB67(f);
any procurement where no local small business is qualified or able to
perform the contracg any single procwemeut that is estimated to
exceed $10 million; or, a prccurement where cornpliance with this
Program would represent a violation of State or fpderal law-
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Section 2.

MONTGOI'IERY COUNTY
EXECUTIVE REGULATION
Offlccs of thc Gounry Excordvc. lol lfonroc Strect. I'ockvlllcr.Hrrylend 2O85O

In accordance with the requirements of Montgomery County Code $l lB-17A, and the Program

authorized under Chapter I lB, Atti"b XV of the Counry Code, as codified at $$l lB-55 tbrough -

?0, this Executive Regulation establisbes definitions, Processes, and procedures to administer and

implement the L-ocal Small Business Reserve Program.

DEFIMTIONS- The Defrnitions noted in the County Procurement law and related Regulation

apply to this Regulation, unless stated otherwise.

(a) Broker- A person that conducts business (other tban real estate, investrnenl or insurance

sales) on a pass-through basis and with respect to:

(i) Supplies:
^. Does not own, oPerate, or maintail a place of business in which

supplies ofthe general character required under the contract are kept in
stock in the regular course ofbusiness,

b. Does not regularly assume physical custody or possession of supplies
of comparable character to those offered to the County, or

c- Exclusively acts as a middleman in the provision of supplies offered to

the CountY;
or

(ii) Services, does not regularly maintain the capabiliry, capacity, training
experience, and applicable regulatory tissn5ing to directly perforrn tbe principal

tasis of a contract with the County, and acqu'lres the services elsewhere, for the

benefit ofthe County.

(e)

Combined Dollar Value of Confacts - A Using Deparftrent's total, combined dollar
value of procruemeut conhcts for goods, services, or consEuction during a given

particular fiscai year. This has the same meaning as'total dollar value of procurements"

as that ierm is used jo c-o.unU Code $l 18-66 O) a (c)-

Director - For purposes of this Regulation related to the Local Small Business Reserye

Prograrr, the term "Dhector' means the Director of the Offrce of the Procuremenl

DED Director - For purposes of this Regrlation relarcd to the Local Srnall Business

Reserve Prograrq thl term *DED Director" means the Director of the Deparbnent of

Economic Development (DED).

Department - For purposes of tris Regulation related to tbe Local Small Business

Reierve Prograrn, the term "Departmenf meatrs the Departnent of Econorric
Development (DED).

Employmcnt or Employ- Tbe measurement of the number ofpeople a business did or

did not employ is calculated on a *Full-Time Equivalent" (FTE) basis. Any full-time'
part-time, temporaDt, or cont-acElal employee, uAo is not a broker, 

'rncluding 
an

employee of a temporary-!9!P,{Po-t.3 subcontractor, worklng fo1 and r991ln9., 
,,.. ,..

o)

(c)

(d)

Number
2l-45AMLOCAL SMALL BUSTNESS RESERVE PROCRAM

Ori ginetlng Depertment
DEPAR1MENT OF ECONOMIC DEVELOPMENT
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compensation from the business, will be included in determining the number of people a
business did or did not employ for a particular period- The averaged sum of tbe specific
FTE employrnent levels for a business at the end of each calendar quarter (Le. March 31,
June 30, Septerrber 30 and December 3l) will detcrmine the business's annual FTE
employment level-

(g) Gross Sales -The total docunented value ofsales, before deducting for expenses,
customer discounts, allowances, or rehrrtrs.

(h) Independently Owned and Operated- Where those in possession of a controlling interest
and those directing and managing the affain of a business are free from the influence,
conFol and determination of others.

(i) Local Small Business - A for-profit business, other than a broker, that mees the
following elements:

(D The business is independently owned and operated.
(ii) The business is not a subsidiary ofanother business.
(iiD The business generates a signifipant amount of economic activity.in the County.
(iv) The criteria, size, and gross sales 'moutrts noted in this Regulation, including

those in Section 3 below.

0) Local Small Business Reserve - Any procurement that is limited to responses from Local
Small Businesses.

0() Local Small Business Reserve Application - An on-line based application system that
resides in the County's web site, by which a Contactor provides self-certification, by
affrdavh or otberwise, demonstrating that the ConEactor meets all of the requirements of
the definition of local Small Business.

(l) Local Small Business Reserve Daiabase - A database that resides in the County web site
that stores the list of self-certified L,ocal Small Businesses, and enables search by the
business narne, indrfstrysector, and the Coun$ commodity code.

(m) Regular Course of Business Commerce- The on-going and continuous exchange of goods
or senrices for money between two or more businesses or between a business and
consumers.

(n) Sipificant Amount of Economic Activity in the County - A regular course of business
conunerce in the County by a business, along with any of the following:
(i) The business bas ie physical business location(s) only 

'rn 
the Countg or

(ii) The business has physical business locations both in and outside of the County,
and the County-based location(s) accormt for over 50% of thb business's total
number of employees, or over 50% of tbe business's'gross sales-

(o) Subsidiary of Another Business - A business controlled by another business that owns all
or a majority of is shares or interesl
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Section 3. sIzE AND SALES CRITERLA. To qualify as a "l,ocal Small Business," a business must meet

th" drf*itir" in Section 2 above and the following size or gross sales criteria

(a) The wholesale operations (sale of goods in large quantities usually for resale) of the -
business, if any, iid not employ more than l5 persons, or the gross sales of tbese business

operations did-oot exceed an aver:rge of $2,000,000 in its most recently completed 3

fiscal Years.

O) The retail (sale of goods in smalt quantities directly to the ultimate consumer) operafions

. 
' 

of the business, if iy, did not emptoy more than 15 persons, or tle gross sales of these

business operations iid not exceed an average of $2,500,000 in its most recently

completbd 3 fiscal Years-

(c) The manufacturing (producing goods from raw materials by hand or by machinery)

operations of the bu-siness, if any, aid not employ more than 20 Persons' or the gross sales

of these business operations didnot exceed an average of $7,000,000 in its most recently

completed 3 fiscal Years.

(d) The services operations of the business, if any, did not employ more than 25 persons, or

the gross sales'of these business operations did not exceed an average of $2,500,000 in its

moJt recently completed 3 fiscal years'

(e) The construction operations of the business, if any, did not employ more than 2S-p-ersons,

or the gross sales ofthese business operations did not exceed an average of$7,000,000 in

is most recently completed 3 fucal yean'

(D Gross sales for a business that has been in operation- long enough to file a Federal income

tax statemont, shall be determined by the average of gross sales amounts contained on the

tan form(s) for the most recently completed 3 fucal ygars: In the absence of a federal

income tax statement, the businiss must provide verification that it meets the defurition of

a l,ocal Small Businpss,_including the above size and sales criteri4 through audited

frnancial statements- tf? Uusinesi has not existed for three years, the employnent and

gross sales average(s) shall be tre average for eachyear9r part ofa year during wtrich the

[usiness has been in existence. For a newly formed business, the deteiminations

,"g"taing size and sales criteria will be based upon tbbn-curent employment levels as of

the time of the l,ocal Small Business Reserve applicatior\ and prqjected gross sales for

that fiscal Year.

(g) If abrsiness operates in more than one of the above-noted business operations

classificatio* (i-". wholesale,retail manufrcturing sewicc, and construction), its

combined business operations must meet the above-stated tim4atiol gf tbe mop liberal size

and sales criteria For instance, regardrng gross sales, for any type bf wholesale and service

operations, th e average annual gross sales limit is $2 million and $2.5 million respectively-

Iterefore, the combined operation cannot exceed $2-5 million annually in average gross

sales. Furttrer, regarding size, the employment limit for a u'holesale operation is 15

Nunrber
2l--o5AM
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Section 4. CONTRACT UNDER LOCAL SMALL BUSTNESS RESERVE PROGRAM.

(a) Except as provided in Subsection (c) of this Section 4, this Regulation applies to all
procuremeDts by a Using Departnenl Any procurement under this Program is subject to
all requirements and procedures otherwise applicable to the procurement under the
Procurement Regulations. Except as otherwise provided by law, the provisions of this
Regulation supplement, but do not replace, other provisions of, and defnitions in, the
Couuty's Procurement Regulations and Procurement Law.

O) A Using Departrnent must award a minimum of l0 percent of the Using Departnent's
combined dollar value of contracts issued for goods, services, or consEuction to a Local
Small Business. A Using Departurent need not designate a coDtract or a solicitation as a
Local Small Business Reserve in order for it to count towards the immediately preceding
requirement to award a minimum of l0 percent of the Using Departrnent's combined
dollar value of coDtacts awarded for goods services or constuction to a Local Small
Business- The dollar amount of a coutract that is solicited through the regular
Procurement process that is awarded to a certified l,ocal Small Business sball count
toward the l0 percent requiremenL

(i) The combined dollar value of procrrements by a Using Departnent under this section
does not include:

(l) the value of any contract to which this Regulation does not apply
because of a conflict with a State, federal, or local law or a grant
requirement

@ a preexisting conbact or extension(s) ofa preexisting nrulti-year.
contract executed by tbe County;

(3) a non-competitive confact,
(4) a public entiry or emergency procurement;
(5) any waiver made under Montgomery County Code $l lB-67(f);
(O any procurement where no Local Small Business is qualified or able to

perform the contact as determined by the head of the Using
Departnent; or

(7) any single procurement that is estimated to exceed $ l0 million.

(d) In determining whether a Conractor is "qualified or able to perform the conEact" under
Section a(c)(6), the Using Departrrent must make a recommendation as of ttre time of a
business's offer in response to a solicitation based on a ConFactor's reputation, past
performance, business and fuiancial capability and other factors that demonsbate the
Contractor is capable of satisffing tbeCounty's needs and requiremenB for a specific conbacL
This requirement is in additisn to those stated in Section 5.3 of the Procurement Regulations
regarding responsibitity.

(e) In order for a business to be eligible to respond to a solicitation under the Local Small
Business Reserve Progranr, a business has o be registered and certified in the County web
site prior to the applicable solicitation due date (closing date)-

Rcviscd 4/96
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Section 5. PROCEDURES AND PROGRAM OPERATIONS.

(a) Any procurement of goods, services, or constructiou by a Using Departnent is eligible
for designation for the Local Small Business Reserve Progran by the Using Department
director, or designee, except any procurement that is excluded under Counry Code $ I I B-
66(c), the items of which are reiterated in Section 4(c) above.

A solicitation for a procurement that has been designated under the L,ocal Small Business
Reserve Program must be published in the same manner as required for other solicitations
under County Code, Chapter I lB, Article [[I.

The Director will award a procurement contract designated as a Local Small Business
Reserve in accordance with County law and Procurement Regulations, except to the
extent stated otherwise in this Regulation.

A business must affirm and provide zupporting documentation to the DED Director to
show that it is a local Small Business as defined in Cormty Code $l lB-65(c) when
required or requested by the DED Director. The Local Small Business must complete
any required Local Small Business Reserve Application and any supporting affidavit
required by DED to demonstrate to the DED D'uector that it is a Local Small Business.
DED will post this requ'rement and any required affidavit on the l,ocal Small Business
Reserve web site.

A l,ocal Small Business is no longer eligible for a procurement under the Program if the
business has been awarded $10 million in Counry contracts and at leas l0 separate
contacts, as eitber a prime contactor or a subconFactor, Fom January l, 2006. The
DED Director will provide written notice to the Local Small Business when tbe Local
Small Busiless is no longer eligible for the Program and the DED Director will remove
the Local Small Business from the Local Small Business Reserve Database.

The Chief Administrative Officer may waive the application of Montgomery County
Code, Chapter I lB, Article XV, to a specific procurement if the Chief Administrative
Offiber finds that the application of tbar Article conflicts with the overall objectives and
responsibilities of the Chapter. The Chief Adrainisrative Ofticer must keep records on
the number of waivers issued and the reason for each waiver. This information rnust be
reported to the Council by the Departnent in the annual report on tbe Program under
Code $l lB-69(b).

MonQomery County Code, Chapter I lB, Article XV, does not give any person,
including a local Small Business, any right or status, including standing to challenge the
award of a conEet or subconEact rmder the Coungt procurement system- That Article is
enforceable only.through the oversight function of the Chief AdminisEative Ofhcer and
tbe Cormfy Council.

Adminisaation and lmplementation: Tbe following delineates the deparunental
responsibilities to administer and implement tbe Prograur:

(c)

(e)

(b)

(d)

(0

(e)

Number
2l-{5AM
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(i) The Departnent of Economic Development administers and
Progran. [t must compile and maintain a comprehensive bidder's list of self-
certified Local Small Businesses, and post that l'rst on ttre County's Internet site.
To accomplish these otjectives, the Departnent will:

(a) With cooperation from the Departnent of Technology Services (DTS),
develop an Internet-based Local Small Business Reserve Database
(Database) housed in the County's web site that will, at a minimum,
have the following features:

l. l,ocal Small Business Reserve Prograur description;
2. l,ocal Small Business Reserve Program Application and

Contractor self-certifi cation module;
3. Self-Certified Local Small Business database that can be

sorted according to tbe commodity code used by the County
procurement process;

4. Self-Certified l,ocal Small Businpss profile update module;
and

5. Self-Certified Local Small Business annual renewal module.

(b) Maintain the Database by:

l. Enhancing the effrciency of tire database by incorporating
advancements in database tecbnology,

7. Requiring each self-certified l,ocal Small Business, before
being a'warded a County confact designated as for this
Progranr, to submit documentation to the DepartDent that
satisfactorily demonstates that it meets all of the requirements
of a Local Small Business as of tbe bid closing date for that
procwement-

3. Tracking the number and the dollar amount of Counry
cont:acts awarded to each l.ocal Small Business in the

. - .. Database, in coordination with other Using Deparurents.
4. Removing a l.ocal Small Business Fom the Local Small

Business Reserve Database when the Locai Srnall Business
has received $10 million dollars in County contracts and at
least l0 separatc conFacts, as specified in this Section 5,
Paragnph (e).

5. Removing a l,ocal Small Businesses from the Local Small
Business Reserve Database when the Local Small Business
fails to meet the definition of L,ocal Small Business as defined
in this Regulation- A removed L,ocal Small Business will
subsequently be added to the Local Small Business Reserve
Database by the DED Director only after tbe business submits
an appeal letter and suffrcient supporting documents to the
DED Director u'ithin fifteen (15) days after removal from the
lis by thc Departnenl The business's letter must evidence
that the busioess meets the definition of l.ocal Small Business

Rcviscd 4195
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(e)

as defined in Section 2(h) of this Regrrlation. The review and
approval of the appeal letter is within the sole discretion of the
DED Director-

5. Assigning a unique County Vendor ldentification number to
each l.ocal Small Business in the Database.

Market the Program and Provide Outreach Efforts to Local Small
Businesses by:

l. Advertising the Program in the medi4 as deemed necessary by
the DED Director, !o increase the public awareness of the
Prograrn

2. Preparing a Program brochure and other necessary collateral
material, and distibuting these materials in strategic locations,
as determined by tbe DED Director, to enable easy and timely
access by businesses in the Couty.

3. Participating in County business events, at least three times a
year, to market the Program.

4. Working with small business resource gouPs in the County
such as the Chambers of Commerce, Small Business
Development Centers, Women' s Business Organization, etc.,
to disseminate Program information to the member businesses.

5. Preparing a press release once a year to publicize the Program
results.

Reporting: By Novernber 30 each year, the DED Director must report
to the Council on the L"ocal Small Business Reserve Program. This
report must include: the numbcr, type, and dollar a.mount of contracts
awarded under this Regulation during the preceding fiscal year; the
number, type, and dollar amount of each waiver from the Internet
posting requirement granted by the Director; tbe nuirber, type, and
dollar amount of each waiver pertaining to the Program that is granted
Uf OgCnief Administative Officer; information about how these
numbers have changed from the preceding fiscal year, and, the extent
of outreach efiorts by DED. DED and the Ofhce of Procurement u'ill
work with the Office of lrgislative Oversight to ensure that the data
needed to conduct a compreheosive evaluation of the progrilm are
collected-

Take any other action necessary to administer or implement this
Program-

The Using DepartmenC The Using Department will:

(a) Award a minimum of l0 percent of the Using Department's combined
dsllar value ofcontracts issued for goods, services, or consfirction to
Local Small Businesses, except as noted in Section 4 (c), above.

(b) Noti$ tbe Office of hocwement upon designating a procuement as a

'(c)

(d)

(ii)

Reviscd 4D5
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Database
solicitation process and before recommending a vendor for award, in a
conrad that has been designated for this Program- lf the vendor is
self-certified in the Local Small Business Reserve Database, rhe Using
Departnent must obtain verification from DED, prior to recommending
the vendor for award, that the vendor is an eligible Local Small
Business.

P.ost on a Counry web site each planned purchase of goods, services, or
construction valued at $5,000 to $25,000, regardless ofwhether the
solicitation is designarcd as a l.ocal Small Business Reserve or nol for
5 business days in the manner described in County Code Section I lB-
l7A, before the County enters into a conFacL

Track and report to the DED Director, by September 30 of each year,
the procuremeut activities under the Program during the previous fiscal
year, in accordance with County Code Section I I Br59(a) and (b),
including:

l. Number, type, and combined dollar value of contracts
awarded;

2. Number, fype, and combined dollar value of contacts that are
not included under this Regulation, in accordance with County
Code Section I lB-66(c);

3. Number, gpe,'and combined dollar value of contracts
awarded to Local Small Businesses.

4. Number,6pe, and combined dollar value of conFacts that
were initially desipated under the Program but were not
awarded to a Local Small Business, and the reason they were
not awarded to a Local Smdll Business.

5. Procedural changes and other related administative efforts
made to comply qrift this Regulation, and the associated fiscal
impact of such changes.

Take any other action necessary to comply with this. Regulation.

(iiD The Office of Procurement will:

(a) Develop procedures and processes to enable a Using Departuent to
post each planned purchase ofgoods, services, or constnction valued
at $5,000 to $25,000; on a County web site. The Using Departrnent
mus clearly identi$, on the County web site, a Procurement that is
designated as Local Small Business Reserve.
Develop a process to ensure that in any lnformal Solicitation, the
vendor selection proc€ss used by tbe. Oftice of Procurement to generate
the five random vendor selections requ'red under the hoqrement
Regulations includes vendors from the Local Small Business Reserve
Database.

(d)

(e)

(f)

(b)

Rcviscd 4196 9
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(iv)

(v)

lc) The Director must keep records on the number of waivers of a Using
Department's Internet posting requirement issued in accordance with
County Code Section I lB-l7A(c), during a given fiscal ye.ar, and the
reason for each waiver- The Director must report this information to the
DED Director by Septernber 30 of each year.

Departnent ofTechnology Services - The Departnent ofTechnology Services
will assist the Deparfinent in administering and implementing the Program,
including that which is indicated in (hxi) of this Section 5.

The Chief Administrative Officer wilL

(a) Have tbe authority to waive the application of this Regulation to a
specific contract if the Chief Administrative Offrcer frnds that tlre
application of this Regulation conflicts with the overall objectives and
responsibilities of Article )O/ of Chapter I lB of the County Code. The
Chief AdrninisFative OfFrcer must keep records on the number of
waivers the Chief Administrative Officer issues and the reason for eacb
waiver. This information must be reported to DED Director so this
information can be included in the annual report to ttre County Council
on the Prograrn, as required under Section I 18-690).

(b) Provide the oversight firnction to enforce the Regulation.

Rcviscd 4ts5
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Section 7.

PENALTY: ENFORCEMENT.

In addition to ftat stated tmder County Law, or a particular contract, any person wbo willfuliy
makes a false statement tb a County official or cmployee for tbe purpose of influencing
participation in the Program; or fraudulently obtains, aflempts to obtain, or aid another person in
fraudulently obtaining or atempting to obtain public monies to which the person is not entitled
under this Regulation constitutes a material breach of the contracl Accordingly the County may
then excrcise any available remedy, including, terminating the conFact for default.

EFFECTTVE DATE.

This Executive Regulation takes effect on January l, 2006 and expires on December 31, 2009,
unlgs5 gxtenfled by the County Council.
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County Executive
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